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Purpose: The purpose of this document is to suggest a hierarchy of possible risks, based on an
industrial typical Risk Breakdown Structure.
Introduction: The Risk Breakdown Structure (RBS), is categorized by the potential source of
the risk. The risks contained in the RBS are, by definition, uncertain events or conditions which,
if they happen, will affect the project’s objectives. The Level 2 Risks illustrated can be
supplemented by a more detailed Level 3 breakdown tailored to suit individual E&C Company’s
business methods and specific risk management processes
Application: The RBS has four principal uses:- Risk identification aid – The higher levels of the RBS are used as a prompt list to ensure
complete coverage of risk identification, and lower levels are used as a checklist. In addition the
RBS can be used to structure lists of risks identified by other methods.
- Risk assessment – Identified risks can be mapped into the RBS and categorized by source.
This exposes the most significant sources of risk to the project, and indicates areas of
dependency or correlation between risks.
- Comparison of alternatives – Risks associated with competing bids and tenders can be
compared directly if the same RBS is used to structure their associated risks. This can also
provide input to trade-off studies examining alternative development options or investment
decisions.
- Risk reporting – Different project stakeholders need different levels of reporting, and the RBS
can be used to roll-up risk information to a higher level for senior management, as well as
drilling down into the detail required to report on project team actions. Additionally, the RBS is
used as an index to the E&C firm’s historical records of risks identified and managed.
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